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Finland’s present serious economic difficulties are a 
result chiefly of the severe drop in export prices for forest 
products, which comprise some 90 per cent of total 
Finnish exports. By the end of 1952, the price of chemical 
wood pulp had fallen to 30 per cent of the price in the 
last quarter of 1951, and no improvement has occurred 
thus far this year. From December 1951 to December 
1952, total export prices fell by some 45 per cent. The 
wood pulp industry, especially, is having difficulties, and 
the Finnish Cellulose Association has stated that in the 
second quarter of the year only 65 per cent of the in- 
dustry’s productive capacity is being utilized. A number 
of plants have stopped production, because of unprofit- 
ability, and it has been reported that there is an actual 
loss involved for each ton of wood pulp produced and 
that production can be continued only if there is a 
general lowering of costs (see also this News Survey, 
Vol. V, p. 352). 

Between the first quarter of 1952 and the correspond- 
ing quarter of 1953, the value of exports dropped 39 per 
cent, to Fmk 24 billion (US$104 million) ; and imports 
fell some 38 per cent, at least in part because of the 
tightening of import restrictions at mid-1952. The import 
surplus for the first quarter of this year was some 
Fmk 5.1 billion. 

The present situation has given rise to debate in 
Finland as to whether a devaluation of the markka is the 
appropriate means for solving the cost problem for the 
export industries, or whether a general lowering of prices, 
wages, and costs could be achieved. 

While the trade union representatives have recom- 
mended that a devaluation be considered, the representa- 
tives of the banks have strongly opposed such a measure. 
The Governor of the Bank of Finland, Mr. Tuomioja, 
stated recently that the economic policy so far followed 
has offered only remedies for the consequences of the 
ills from which the economy is suffering, and has not 
aimed at eliminating their causes. He would strongly 
reject all demands for a devaluation to restore the export 


INTERNATIONAL MONETARY FUND 


Finland’s Economic Problems 






PUBLIC LIBRARY 


JUN 1 71953 
OY Ro 








June 5, 1953 


industries’ competitiveness: “A devaluation under present 
circumstances would lead to an increase in internal 
prices, a fall in the value of the markka . . . Devalua- 
tion could not be resorted to without causing inflation, 
a sufficient argument against it. It would be disastrously 
short-sighted policy to try to dodge our difficulties by once 
more reducing the value of the currency.” The Governor 
stressed that the only alternative is to lower the costs 
of production, and that the burdens of such a plan have 
to be distributed equally over all cost factors, but he 
would not discuss the details of such a program. 

A report on lowering prices and costs, issued by the 
chairman and the secretary of the Economic Planning 
Council, has proposed measures that would reduce costs 
by some 16-17 per cent, but has pointed out that a reduc- 
tion of only 13 per cent might be sufficient, if the indus- 
tries used every means of rationalizing. Beginning in 
June 1953, the cost of living index should be brought 
down by 13 points, and the 15 per cent cost of living 
adjustment of wages should be abolished. Company and 
income taxation should be reduced by 10 per cent; gov- 
ernment expenditures for children’s allowances should 
be reduced; and subsidies to farmers should be elimin- 
ated. The discount rate of the Bank of Finland should 
be reduced from the present 534 per cent to 4 per cent, 
and other interest rates should be adjusted accordingly. 

This plan, which apparently assumes that the wage 
earners’ real income is to be maintained, has had a cool 
reception. The trade unions have stated that they will 
not agree to any cut in wages before they have assurances 
that the cost of living will be lowered. The lowering of 
wages is the cardinal point in the plan, and is necessary 
in order to start the process. It would take some time for 
prices, wages, and costs to be stabilized at a lower level, 
and the trade unions fear a decline in real wages in this 
adjustment period. 


Sources: Hufvudstadsbladet, Helsinki, Finland, April 14, 
16, and 17, 1953; Bgrsen, Copenhagen, Den- 
mark, April 24, 1953. 


Europe 


European Coal and Steel Community 

Following the decision of the High Authority of the 
European Coal and Steel Community not to fix prices for 
steel (see this News Survey, Vol. V, p. 350), merchant 
steel prices tended to stabilize between US$89 and US$96 





per ton, depending on the basing point. In general, Ger- 
man prices fell, while Belgian and Luxembourg and 
French prices rose. Alloys or special steel, wire and wire 
products, steel pipes, and tubes are excluded from the 
common market until May 1, 1954. Adjustments in the 
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coal intercommunity trade are slow. However, Italy has 
increased her imports from Belgium and Germany, and 
Belgium’s coal exports to France have been about 61,000 
tons greater than a year ago. The special Committee on 
Investments has held its first meeting, to decide on the 
policy to be followed in granting or guaranteeing loans 
to coal and steel industries. The High Authority expects 
to have about $5.8 million available for this purpose by 
the end of June 1953, and $41.5 million by the end of 
June 1954. 
Sources: Bank for International Settlements, Press Re- 
view, Basle, Switzerland, May 12, 1953; The 
Journal of Commerce, New York, N. Y., May 
13, 1953; Agence Economique et Financiére, 
Brussels, Belgium, May 20, 21, and 22, 1953. 


Belgian National Bank Accounts 

The May 20 weekly statement of the National Bank 
of Belgium shows that, in spite of a Bfr 450 million gold 
settlement with EPU, the Bank’s gold and convertible 
holdings increased by Bfr 330 million. This is attributed 
in part to the transfer to the Bank of the proceeds of a 
short-term loan contracted by the Treasury in convertible 
currencies. Belgium had a deficit in EPU of Bfr 900 
million during April; but payments agreements balances 
show that EPU payments were in equilibrium during the 
week covered by the statement. 

There was a considerable improvement in the Treas- 
ury’s debt position with the National Bank, partly as a 
result of the transfer of the foreign loan. Treasury 
certificates held by the Bank declined by Bfr 1,010 mil- 
lion, and official entities repaid Bfr 359 million to the 
Bank, so that the Government’s borrowing margin in- 
creased to Bfr 2,800 million. This repayment was due to 
the easy position in the call money market following pay- 
ment of the quarterly social security contributions. These 
contributions may also have accounted in part for the 
decline in Treasury certificate holdings, since a large 
amount of the contributions is usually paid into the postal 
checking system from which the Social Security Office 
may not have withdrawn them immediately, and the Treas- 
ury could in the interim have made use of these funds. 


Source: Agence Economique et Financiére, Brussels, Bel- 
gium, May 23, 1953. 


Netherlands License-Free Imports 

Effective May 23, a license from the Central Import- 
Export Agency in the Netherlands is no longer required 
for imports not exceeding f 10,000 (US$2,632) in value 
from OEEC countries and exports not exceeding f 1,000 
($263) to those countries. Until that date, the license- 
free imports and exports had been limited to a maximum 
value of f 400 ($105) each way. 
Source: De Maasbode, Rotterdam, Netherlands, May 22, 

1953. 
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Danish Export Controls 

Denmark has abolished its control over exports of in- 
dustrial products to the EPU and dollar areas, but has 
expanded control over similar exports to countriés out- 
side these areas. This expansion is considered necessary 
because of the inflation in these countries, which makes 
it difficult for Denmark to import from them; thus Den- 
mark runs the risk of accumulating claims that cannot 
be liquidated. Furthermore, direct export control seems 
to be the only way of ensuring that Denmark is not used 
as a channel through which third countries might expand 
their exports to any country in relation to which Danish 
export controls had been relaxed. 
Source: Harald R. Martinsen, Danish Letters, Copen- 

hagen, Denmark, May 22, 1953. 


Electric Power Loans in Norway 

The Norwegian Government has given its approval to 
the city of Oslo for borrowing in the market NKr 50 
million, to be used for hydroelectric power development. 
The loan will be made by the banks which will pay it 
out in four installments over a three-year period. The 
loan, with interest at 3 per cent, will be repayable in 15 
years. In addition to the interest payments, the banks 
will receive NKr 2 million for the service of making the 
money available as required during the three-year period. 
These conditions are the same as those applied to a 
NKr 25 million loan to the city of Bergen a month ago. 
This loan, also for the construction of power plants, intro- 
duced the practice of a payment to the lender for making 
the money available in installments during a certain 
period. The advantage of this practice for the borrower 
is that interest is paid on only the amount paid out. 
These conditions are said to be emergency measures dur- 
ing a time when it is difficult to obtain loans at 3 per cent. 

Some time ago Oslo requested government approval 
of a loan carrying 34% per cent interest, but this was 
denied since the Government did not approve of the high 
interest rate. 
Sources: Norges Handels og Sj¢fartstidende, Olso, Nor- 

way, May 15 and 28, 1953. 


Norwegian Exports of Dry Salted Cod 

Although the barter agreement between Norway and 
Brazil links Norwegian exports of klipfish with imports 
of Brazilian coffee, the outlook for exports to Brazil of 
dry salted cod is rather poor, since Norway has not im- 
ported any coffee from Brazil for some time because its 
coffee stocks are sufficient for eight months’ consumption. 
Brazilian importers cannot obtain import licenses for 
Norwegian klipfish outside the barter agreement. 

The outlook for exports to other foreign markets also 
is poor. Norway will ship small quantities to Spain, under 
the trade agreement with that country, but Portugal, 
which usually is one of Norway’s best markets, is not 
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interested in buying until the output of its own fishing 
fleet is known, and Cuba at present is importing only very 
small quantities because of foreign exchange difficulties. 
The best markets for Norway’s salted, but not dried, 
fish are usually Italy and Greece. It appears, however, 
that there will not be any exports to those countries before 
autumn, since their stocks on hand are substantial. 
Source: Norges Handels og Sjefartstidende, Oslo, Nor- 
way, May 21, 1953. 


Italy’s Foreign Trade 


Data on Italy’s foreign trade for the first quarter of 
1953 indicate that the deterioration shown in 1952 has 
continued this year, at perhaps an even faster rate. The 
trade deficit on a c.i.f. basis for the first three months of 
1953 was equivalent to US$271 million, compared with a 
deficit of $209 million for the same period in 1952. If 
this trend continues, the deficit for 1953 will be $1,220 
million, or 31 per cent greater than in 1952. 


The deficit this year has resulted from a further ex- 
pansion of imports ($30 million), but especially from a 
decline in exports ($32 million). Imports have increased 
4.5 per cent, and exports have declined 9.9 per cent, from 
the same period in 1952. 

The increase in imports is especially important for iron 
ore, scrap iron and steel, and copper, since it reflects 
mainly the rearmament program and construction under 
offshore procurement contracts. The decline in exports 
applies to nearly the whole range of products, covering 
most of the groups which in 1952 showed gains that 
helped to offset, to some extent, the losses of other groups. 
The decline is especially serious for cotton textiles and 
for machinery. The only important group to report gains 
in the first quarter of 1953 was gasoline and refined 
mineral oils. 


Although complete information is not yet available 
on the geographical distribution of imports and exports 
in the first quarter of 1953, the general pattern appears 
to be about the same as in 1952. Imports from Germany 
and the United-Kingdom increased, while the drop in 
exports continued to be concentrated primarily in ship- 
ments to EPU countries. The only important change was 
a $32 million decline in imports from the United States, 
while exports to the United States were practically the 
same as in the first quarter of 1952. 

Sources: Central Institute of Statistics, Notiziario Istat, 
Serie D, Rome, Italy, April 1953; ANSA News 
Agency, Bulletin, New York, N. Y., May 19, 
1953. 


Post-Devaluation Developments in Greece 
Retail prices in Greece have increased only moderately 

since the exchange adjustment of April 9 (see this News 

Survey, Vol. V, p. 317). Between April 8 and May 22, 
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retail prices in Athens, as measured by the To Vima in- 
dex, increased by 3.9 per cent; the prices of import goods 
rose by 6.5 per cent; and those of domestic goods by 3.2 
per cent. Wholesale prices are reported to have increased 
more than retail prices. 


Immediately after the devaluation, the price of the gold 
sovereign rose from about 180,000 drachmas to 315,000 
drachmas, but subsequently declined to somewhat below 
300,000 drachmas. On May 22 the sovereign was quoted 
at 308,000 drachmas, or at US$10.25 per sovereign, com- 
pared with a price of US$10.90 in Paris and Milan. There 
has been no official intervention on the gold market in 
either direction. The Government has made it clear that 
the Bank of Greece will limit itself exclusively to pur- 
chases of sovereigns, whenever offered, at the price cor- 
responding to the U.S. dollar-gold parity at the new 
official rate of the drachma (i.e., around 255,000 drach- 
mas per sovereign). 


It appears that anti-inflationary measures are being 
continued. Despite a greatly increased inflow of in- 
visibles, which has added approximately 250 billion 
drachmas to the note circulation, the note circulation 
decreased by 173 billion drachmas, or 6.6 per cent, in 
the period from April 8 to May 18. This seems to be 
explained by the maintenance of bank credits financed 
by central bank funds at approximately the previous level 
and by a reduction of government overdrafts on the Bank 
of Greece, primarily through liquidation of public in- 
ventories of essentials. Deposits with banks (other than 
the Bank of Greece) increased from 2,146 billion drach- 
mas at the end of March to 2,208 billion on April 30, or 
by 62 billion, compared with an increase of 78 billion 
during the whole year 1952 and a decrease of 50 billion 
during the first three months of 1953. The increase in 
bank deposits during April may indicate that there is 
confidence in the currency after the devaluation. Share 
quotations have increased 28 per cent since the devalua- 
tion. The volume of transactions on the Athens Stock 
Exchange, which immediately after the devaluation had 
increased to more than three times the pre-devaluation 
level, have again declined to approximately the level 
before April 9, i.e., to less than one fifth of the prewar 
level. 


Source: To Vima, Athens, Greece. 


Poland’s Budget for 1953 
The state budget for 1953, adopted by the Polish Parlia- 


ment on April 23, provides for revenues of 101.1 billion 
zlotys and expenditures of 97.1 billion; thus there is a 
surplus of 4 billion zlotys. The principal expenditures 
for which provision is made are for the national economy 
(49.4 billion), social and cultural services (23.5 billion), 
and national defense (10.5 billion). The principal cate- 
gories of revenue are taxes on the socialized sector of the 
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economy (87.0 billion), taxes on the private sector (6.8 
billion), and direct taxes (3.2 billion). In presenting the 
budget the Finance Minister, Tadeusz Dietrich, stated that 
“budget expenditures for 1953 cannot be directly com- 
pared with the budget for 1952 because of the changes 
resulting from the Government decision of January 3, 
1953” (see this News Survey, Vol. V, p. 232). Since that 
date there have been great increases in the prices of goods 
previously rationed, and also some increases in wages. 
The Polish budget is not comparable with the budgets 
of noncommunist countries. 
Source: Polish Embassy, Polish Facts and Figures, 
London, England, May 9, 1953. 


Middle East 


Egyptian Exchange Restrictions on Travel 

In order to conserve foreign exchange which is badly 
needed to finance productive projects, travel from Egypt 
will be prohibited except where it is urgently necessary. 
A medical committee will be established to examine those 
who apply for foreign exchange for the purpose of 
medical treatment abroad. A fee not to exceed LE 5 will 
be paid by applicants. 

During the last three years, Egypt has spent LE 54 
million on foreign travel, including transportation. In 
addition, for the same three years the outflow of capital, 
through clearing with individuals and companies residing 
outside Egypt and through other methods, is estimated to 
be at least LE 54 million. 


Source: Al Ahram, Cairo, Egypt, May 21, 1953. 


Egyptian Budgets 

Beginning with the financial year 1953-54 (July 1-June 
30), Egypt will have two separate budgets: the ordinary 
budget and the economic development budget. The de- 
velopment budget may be financed through domestic and 
foreign loans guaranteed by the proceeds of projects to 
be executed. For the year 1953-54, economic develop- 
ment will be financed from the government’s ordinary 
revenue. Revenue and expenditure for the economic 
development budget are estimated at LE 40 million. The 
ordinary budget will be balanced at LE 168 million. 
Revenue and expenditure of the two budgets together are 
balanced at LE 208 million, compared with an estimate 
of LE 206 million for the financial year 1952-53. 


Source: Al Ahram, Cairo, Egypt, May 21, 1953. 


Egypt’s Cotton, Policy for 1953-54 

During the 1953-54 cotton season (September 1-August 
31), the Egyptian Government will continue its policy of 
buying cotton from producers at fixed prices and selling 
to exporters and local cotton mills at prices determined 
by quotations on the New York cotton exchange. Buying 


prices for Ashmouni are fixed at LE 10 per kantar for 
September-November, LE 10.2 per kantar for December- 
January, and LE 10.4 per kantar for February-August 
(1 kantar = 99.05 pounds). Buying prices for Karnak 
are fixed at LE 11.6 per kantar for September-November, 
LE 11.8 per kantar for December-January, and LE 12 per 
kantar for February-August. Seventy-five per cent of 
profits realized by the Egyptian Cotton Commission on 
its cotton operations will be returned to cotton producers; 
the remaining 25 per cent will be placed in a special 
fund designed to equalize cotton prices in the future. 

Foreign demand for Egyptian cotton continues to be 
satisfactory, and Egyptian cotton exports continue to 
show substantial improvement over those of last season. 
Cotton exports from September 1, 1952 to May 20, 1953 
amounted to 5.0 million kantars, compared with 3.5 
million kantars during the same period of the previous 
season. 


Source: Al Ahram, Cairo, Egypt, May 24, 1953. 


Oil Policy in Egypt 

Egypt’s future petroleum policy has been outlined in 
a report prepared by the Chairman of the Egyptian Na- 
tional Production Council and embodying the recom- 
mendations of a technical committee set up to study 
petroleum policy. The report points out that domestic 
production of crude oil (2.3 million tons in 1951) meets 
only 68 per cent of the country’s needs. In order to 
increase production, the report proposes that oil prospect- 
ing in Abu Deria and Gimsa should continue, and that 
the new fields in Wadi Feran and Ras Matarma should 
be exploited. This would increase annual production by 
about 500,000 tons. Petroleum companies should also be 
encouraged to prospect in the Western Desert and in the 
Egyptian territorial waters north of Sinai. The refining 
capacity of the government refinery near Suez should be 
raised to 1.5 million tons per annum, and Anglo-Egyptian 
oil fields should raise the capacity of the Suez refinery 
by 300,000 tons annually. The report further recom- 
mends that two refineries to be run by petroleum com- 
panies be established, one in Cairo with a production 
capacity of 1 million tons annually and another at Alex- 
andria, both processing crude oil from Banias and Sidon. 
A three-year project for the erection of two pipelines is 
also suggested in the report, which points out that the 
cost of transporting oil products from the refineries to 
the storage tanks would thus be reduced. 


Source: The Journal of Commerce, New York, N. Y., May 
27, 1953. 


Planned Chemical Industry in Israel 

The Fertilizers and Chemicals Company of Haifa has 
announced plans for the establishment of a US$35 million 
basic chemical industry designed to produce nitrogen 
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fertilizers, phosphates, sulphuric and phosphoric acids, 
soda ash, and magnesia compounds. Israel has large de- 
posits of potash and phosphates which are the main 
raw materials for the industry. The funds are to be 
raised from both internal and external sources, but the 
respective proportions have not been determined. 


Source: The Journal of Commerce, New York, N. Y., May 
27, 1953. 


Lebanon’s Gold Imports 


During the first quarter of 1953, Lebanon imported 
2,683 kilograms of gold bullion valued at LL 9,578,000, 
and 1,612 kilograms of coined gold valued at LL 7,017,- 
000. Thus total gold imports amounted to LL 16,595,000, 
compared with LL 4,751,000 in the first quarter of 1952. 
A major part of the increase was due to government 
purchases for the purpose of increasing the gold com- 
ponent of the currency cover (see also this News Survey, 
Vol. V, p. 289). 


Source: Le Commerce du Levant, Beirut, Lebanon, May 
20, 1953. 


Lebanon’s Citrus Exports 

Lebanon’s exports of citrus fruits in 1952 amounted to 
LL 7.5 million (LL 7.6 million in 1951) and represented 
about 10 per cent of total exports. Syria was Lebanon’s 
best customer, taking 70 per cent of the citrus exports. 
Exports to France, the United Kingdom, and Egypt de- 
clined. 


Source: Le Commerce du Levant, Beirut, Lebanon, May 


20, 1953. 


lran’s Exchange System 


Iran’s Council of Ministers has approved the follow- 
ing rules for foreign exchange transactions: (1) All 
holders of noncommercial foreign exchange must sell such 
exchange exclusively to authorized banks. (2) Authorized 
banks will pay the official rate for 5 per cent and an 
additional premium for the remainder. (3) The max- 
imum price that authorized banks can pay for such ex- 
change (inclusive of premium) must be 12 per cent below 
the average rate for No. 1 exchange certificates over the 
past three months. (4) Authorized banks will sell 5 per 
cent of such exchange at Rls 85 per U.S. dollar for 
students not entitled to the official rate and for medical 
expenses abroad and imports of drugs, and at the official 
rate of Rls 32.50 per U.S. dollar for government imports. 
The remainder shall be used for the importation of cate- 
gory 1 goods (essentials) or sold to persons holding a 
“purchase and sale” permit from the exchange control 
commission at the ruling rate of No. 1 exchange certifi- 
cates. (5) Authorized banks may carry out sales and 
purchases of exchange certificates. 


The government authorities also have stated that the 








entire exchange system is being reconsidered and will 
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soon undergo fundamental changes. 
Source: Ettela’at, Teheran, Iran, May 19, 1953. 


Far East 


Estimate of Indian Cereals Production 

The All-India final estimate of kharif cereals (rice, 
jowar, bajra, maize, and ragi) for 1952-53 puts the 
current year’s area at 156,085,000 acres and production 
at 36,226,000 tons, against 149,120,000 acres and 32,217,- 
000 tons in the partially revised estimate for 1951-52. 
These figures exclude estimates for small millets for all 
States. The increase in acreage has been shared by almost 
all States and is attributed to favorable weather condi- 
tions at the time of sowing. The increase in production 
also is attributed in part to favorable weather conditions, - 
and in part to the increase in acreage. The general in- 
crease in production occurred despite decreases recorded 
by a few States, e.g., Madhya Pradesh, Mysore, Himachal 
Pradesh, and Vindhya Pradesh, owing to insufficient 
rainfall during the growing period. In Vindhya Pradesh 
the decease is also due to damage caused to the rice crop 
by insect pests. 
Source: Embassy of India, Jndiagram, Washington, D. C., 

May 25, 1953. 


Increases in Thailand Exchange Rates 

Late in May, the exchange rate set by commercial banks 
and exchange dealers in Thailand rose from 17.00 to 21.50 
baht for U.S. dollars and from 48 to 54 baht for sterling. 
The sharp rise was attributed to several factors: (]) the 
fact that merchants who obtained U.S. dollars and sterling 
from the Bank of Thailand did not use the currencies for 
imports of essential commodities, as intended; (2) a de- 
crease in Thailand’s rice exports; (3) a drop in prices 
of such export goods as rubber, tin, and wolfram; (4) the 
auditing of bank accounts by government officials to make 
certain that the banks were observing the exchange con- 
trol regulations regarding overseas remittances; (5) the 
demand of creditors abroad for payment for imports, 
because of fear of a communist invasion of Thailand; and 
(6) the flight of capital owing to fears of foreign aggres- 
sion. 


Source: Far East Trader, New York, N. Y., May 27, 1953. 


Taiwan’s Sugar Production and Exports 

The Taiwan Sugar Corporation has reported that up 
to the middle of May sugar production this year amounted 
to 867,000 metric tons. Production for the entire season, 
which ends shortly, is expected to exceed 870,000 tons, 
compared with 624,000 tons in 1952. 

Total exports of Taiwan sugar in 1953 are estimated at 
720,000-750,000 tons, valued at about US$85 million. 
This includes the purchase of 200,000 tons announced by 
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the Japanese Government for the two quarters from 
April through September, at a price of $115 per ton, c.i.f. 
Japan (see this News Survey, Vol. V, p. 338). Taiwan’s 
exchange receipts from sugar exports totaled $69.7 mil- 
lion in 1952, accounting for 58.3 per cent of the total 
value of exports for the year. Exports to Japan alone in 


1952 amounted to $41.3 million. 


Although Japan is still the largest buyer of Taiwan 
sugar, sales to other parts of the world have increased 
this year. In 1952, only 190,000 tons of sugar were sold 
to areas other than Japan; during the first four months 
of 1953, however, sales to areas other than Japan had 
already exceeded last year’s total. In addition to refined 
and raw sugar sales abroad, the Taiwan Sugar Corpora- 
tion has contracted to sell this year to the United States 
120,000 tons of molasses, valued at more than $2 million. 


Source: Chinese News Service, Press Release, New York, 


N. Y., May 26, 1953. 


Japanese Commercial Treaties 


Under the terms of a Treaty of Friendship, Com- 
merce, and Navigation between Japan and the United 
States, signed April 2, 1953, the two countries will accord 
most-favored-nation treatment to each other’s nationals. 
The Treaty, which will go into effect upon mutual ratifica- 
tion, also provides for a regulated flow of U.S. capital 
into Japan. This pact, the first of its kind since Japan 
regained her sovereignty on April 28, 1952, has been 
followed by an accord between Japan and the Govern- 
ment of the Republic of China (Taiwan), under which 
Taiwan will also accord most-favored-nation treatment 
to Japan in respect to the registration of Japanese patents, 
trademarks, and designs. This treatment is made retro- 
active to August 4, 1952, the date of the conclusion of the 
Sino-Japanese peace treaty. 


Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, April 11, 1953; 
Chinese News Service, Press Release, New York, 


N. Y., May 19, 1953. 


Japan’s Staple-Fiber Production 


Japan’s Ministry of International Trade and Industry 
reports that production of staple fiber increased from 
26.9 million pounds in March to a postwar high figure 
of 27.9 million pounds in April, while output of rayon 
filament yarn declined from 13.7 million pounds to 13.3 
million. 

The Japan Chemical Fiber Association reports that 
during the period January-March 1953 Japan produced 
about 77 million pounds of staple fiber, which was 10 
million pounds more than U.S. output and greater than 
that of any other producer. Trade sources attribute the 
increase to mounting requirements from cotton and 
woolen textile industries for production of wool-staple 
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mixtures, tightened restrictions on raw wool imports, and 
the abolition of the automatic import approval system for 
raw cotton other than U.S. cotton. The decline in rayon 
filament yarn output is explained by the shift in emphasis 
to thinner yarns for use in production of summer gar- 
ments. 

Prices of chemical fiber goods, especially rayon fila- 
ment yarn, have been fairly well maintained recently, 
partly because manufacturers have been skillfully regulat- 
ing production and deliveries of rayon filament yarn and 
partly because exports have not declined so much as ex- 
pected. The Japanese rayon industry is planning to send 
a joint mission to India to negotiate sales of Japanese 
rayon goods in competition with Italian and other Euro- 
pean rayon products, especially yarn. 


Sources: The Journal of Commerce, May 27, 1953, and 
Far East Trader, May 27, 1953, New York, N. Y. 


United States and Canada 


U. S. Industrial Production 


U.S. industrial production leveled off in April and May, 
following a steady increase since August 1952. At 242 
per cent of the 1935-39 average, production in April was 
15 per cent above the level of May 1952. Among the 
durable goods industries, an increase in automobile out- 
put was offset by declines in household durables. Produc- 
tion of industrial and military equipment was well main- 
tained in April, while lumber output increased less than 
seasonally from exceptionally high first quarter levels. 
April production of nondurable goods was unusually high, 
although down slightly from the record March rate. 
Textile and leather goods output declined somewhat, while 
output of paper, chemicals, and rubber products reached 
the peak rates for the postwar period. Coal production 
increased in April and May as earlier curtailment of 
output had led to substantial reductions in inventories. 
Iron ore mining increased sharply in April as the Great 
Lakes were opened for shipments earlier than usual. 


Source: The Wall Street Journal, New York, N. Y., June 
1, 1953. 


Canadian Defense Orders in United Kingdom 
Canadian expenditure for defense equipment in the 
United Kingdom rose from Can$38 million during the 
fiscal year 1951-52 to Can$50 million in 1952-53. During 
the year 1953-54, it is likely to fall below Can$40 mil- 


lion. In 1952-53 actual orders for equipment reached 
Can$70 million, largely as a result of the decision to 
purchase Can$40 million worth of tanks and a new air- 
craft carrier for Can$17 million. The U.K. Govern- 
ment is appointing representatives in Ottawa who are 


charged with widening the opportunities for British 
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sales to Canadian Government agencies, both civil and 

military. 

Source: The Financial Post, Toronto, Canada, May 30, 
1953. 


U. S. Contracts for Canadian Aluminum 

The Aluminum Company of America has contracted 
with Aluminium Ltd., the Canadian producers, for 
545,000 metric tons of aluminum ingot, and the Kaiser 
Aluminum and Chemical Sales, Inc. has contracted for 
a further 168,000 metric tons, to be delivered in the 
years 1953-58. The Canadian company has announced 
that a further 100,000 metric tons will be reserved for 
independent fabricators in the United States during the 
years 1953-59. The contracts were made possible by 
the fact that Aluminium Ltd. was able to revise its obli- 
gations to the U.K. Government, which has released 
95,000 metric tons due for delivery in 1953-55 and can- 
celled options on further output in 1954, 1955, and 
1957. These developments may lead to an acceleration 
in the construction of smelting facilities in British 
Columbia. 
Source: The Financial Post, Toronto, Canada, May 30, 

1953. 


Latin America 


Ecuadoran Tax on Air Traffic 

By a decree-law of May 8, 1953, the Ecuadoran Gov- 
ernment increased landing fees for both domestic and 
international aircraft, established a new tax on airplane 
passenger fares, and imposed a per capita levy on 
passengers entering Ecuador. Landing fees will range 
from US$14 to US$92 for international aircraft, and 
from 17.50 sucres to 1,050 sucres for domestic aircraft. 
Surcharges for night landings of international aircraft 
will be made at $10 for the first hour of landing and $2 
for each additional hour (170 sucres and 34 sucres, re- 
spectively, for domestic aircraft). The ad valorem tax 
on domestic airplane passenger fares has been increased 
from 5 per cent to 10 per cent; passengers are to be 
taxed 5 per cent on fares for outgoing international 
flights; and a levy of $2 is to be collected for each air 
passenger entering Ecuador. 

New domestic airlines are to be exempted from these 
taxes and fees for a maximum period of one year; 
domestic airlines that incur operating losses may also 
be exempted from their payment, partially or wholly, 
depending on the decision of the National Directorate 
of Civil Aviation. 

The revenue derived from the new tax law is to be 
applied primarily to the servicing of domestic loans and 
of a prospective $4 million loan which the Ecuadoran 
Government expects to obtain from the Export-Import 
Bank of Washington for financing improvements in the 
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airports of Quito and Guayaquil. Part of the revenue is 

also to be applied to operating and maintenance ex- 

penses of all Ecuadoran airports. 

Sources: El Comercio, Quito, Ecuador, May 5 and 9, 
1953. 


Chile’s Stabilization Program 

At the inauguration of the new Congress on May 21, 
the President of the Republic of Chile, after describing 
the financial, economic, and social position he found on 
assuming office, announced his Government’s decision to 
adopt immediately a program of monetary stabilization, 
which will permit the implementation of a long-term 
development program. 

The President noted that inflation must be checked 
to restore a proper environment for productive activity 
and for labor. Inflation in Chile has been the natural 
result of deep-seated failures, administrative inefficien- 
cies, and the lack of direction in economic policies. 
Should inflation be allowed to continue it would be 
impossible to attain such national objectives as the 
orderly and progressive development of the country’s 
natural resources, the growth of national and foreign 
investment, the improvement of productivity, and the 
stimulation of savings. The President is determined to 
adopt immediately a general stabilization plan covering 
a broad range of short-term measures and aiming at the 
restoration of economic and monetary equilibrium, un- 
known in Chile for a long itme. 

Priority will be given to the public sector where the 
Government will strive to reach equilibrium between 
revenues and expenditures. Public consumption will 
be reduced and the fiscal and taxation system will be 
entirely overhauled. New central banking legislation 
will be passed and a state bank will be created, in order 
to ensure better management of currency and credit. 
The Central Bank and the state bank will collaborate 
closely with the Government in the attack on inflation. 

The Government will give serious consideration to 
the reform of the foreign exchange structure, which is 
now a source of indiscriminate privileges and an obstacle 
rather than an incentive to basic exports. The simplifi- 
cation of the foreign exchange system and the realistic 
adaptation of the rate of exchange to Chile’s international 
economic position are regarded as important instru- 
ments for the achievement of financial equilibrium. 

Public investment will be subjected to a coordinated 
program, providing for better use of resources in the 
attainment of such important objectives as housing and 
the promotion of agricultural and industrial produc- 
tion. Private investment also will be-regulated in such 
a way as to be more in accordance with the national 
needs. 

The Chilean Government intends to strengthen its price 
controls, based on a careful analysis of production costs. 
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Unjustified increases in prices and wages must not occur 
if inflation is to be checked. Wage increases can be per- 
mitted only as a result of actual increases in productivity 
or of rises in living costs. 

Once an environment of stability has been established. 
the Government will implement its long-term program 
of economic development. The cornerstone of this pro- 
gram is the plan of agricultural development prepared 
by a group of IBRD and FAO experts, and carefully 
elaborated by a group of Chilean experts (see this 
News Survey, Vol. V, p. 300). Foreign capital inflow 
can contribute greatly to the achievement of both the 
short-term and the long-term programs; the Government 
will strive to create better conditions for foreign investors. 
The Government is also convinced of the need for fairer 
treatment of the national copper and nitrate industries, 
which are of basic importance in the development pro- 
gram. 

Source: El Mercurio, Santiago, Chile, May 21, 1953. 


Free Exchange Market Imports in Paraguay 
The Paraguayan Government has authorized the im- 
portation of 100 automobiles and station wagons to be 
paid for with the importers’ own exchange (divisas pro- 
pias), i.e., exchange other than that supplied by the 
Central Bank through the official exchange market. The 
Central Bank also has authorized the beneficiaries of such 
import permits to purchase the necessary exchange in the 
controlled free market where the rate currently fluctuates 
around 56 guaranies per U.S. dollar. The importation of 
automobiles was prohibited in Paraguay from 1950 to 
1952. 
Sources: El Pais, Asuncién, Paraguay, April 23 and 29, 
1953. 


Uruguay’s Rice Exports 

Since a bumper rice crop of over 50,000 metric tons 
is expected this year, the Uruguayan Government, by 
decree of last April 22, authorized an export quota of 
12,000 metric tons of hulled rice from the 1953 crop. 
The exchange proceeds from these exports will be nego- 
tiated at the rate of 1.90 pesos per U.S. dollar, or the 
equivalent in other currencies. Exports of rice of the 
1952 season had been negotiated at the effective rate 
of 2.20 pesos per U.S. dollar for exports to the dollar 
area, while the rate of 1.70 pesos per U.S. dollar was 
applied to exports against inconvertible currencies. 


Source: El Dia, Montevideo, Uruguay, April 23, 1953. 


Preferential Rates for Argentine Exports 

The Argentine Central Bank, in agreement with the 
Export Promotion Commission, has announced that the 
exchange proceeds of specified minor exports, formerly 
subject to the basic rate of 5 pesos per U.S. dollar, will 
be negotiated at either the official market preferential 
rate of 7.50 pesos per U.S. dollar, or at the controlled 
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free market rate of about 14 pesos per U.S. dollar. The 
products to be negotiated at the preferential 7.50 peso rate 
are fish oils, processed horse liver, by-products of linen | 
textiles, and salt. The exports which will receive the 


free market rate cover certain animal by-products, garlic, | 


and a series of chemical and pharmaceutical products. 

The local currency proceeds of these exports are thus 
to be increased by 50 per cent for those subject to the 
7.50 peso rate and by about 180 per cent for those sub- 
ject to the controlled free market rate. It is therefore 
expected that the measure will strongly stimulate the flow 
of the listed minor exports. 


Source: El Economista, Buenos Aires, Argentina, April 


19, 1953. 


Other Countries 


Australian Manufacturing Development 

In a report on The Structure and Capacity of Aus- 
tralian Manufacturing Industries, the Australian Depart- 
ment of National Development has surveyed the present 
position of manufacturing activities in Australia, exam- 
ining in detail the present structure and capacity of 17 
industrial groups. Much of the recent rapid expansion of 
industry in Australia has been undertaken by overseas 
companies. From 1945 to June 1951, more than £100 
million was committed for expansion by companies with| 
major overseas associations, and since June 195] a} 
further £130 million has been committed in this way.| 
Of the latter amount, it is estimated that more than half 
has been committed by companies with major associations| 
in North America. Programs have been in operation, | 
some of which are already completed, which aim at| 
doubling production capacity for brown coal, cement, 
paper and paper board, and alkalis, with substantial) 
increases in other industries. 


Source: Department of National Development, The 
Structure and Capacity of Australian Manu-| 
facturing Industries, Melbourne, Australia, 1952.) 
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